
 
 
 
 
 
 
 
April 7, 2016 
 
 
 
The Board of Directors 
Federated States of Micronesia Development Bank 
 
 
Dear Members of the Board of Directors: 
 
We have performed audits of the financial statements of the Federated States of Micronesia 
Development Bank (the Bank) and the fiduciary financial statements of the Investment Development 
Fund and the Yap Development Loan Fund (the Funds) as of and for the year ended December 31, 
2015, in accordance with auditing standards generally accepted in the United States of America 
(“generally accepted auditing standards”) and have issued our reports thereon dated April 7, 2016. 
 
We have prepared the following comments to assist you in fulfilling your obligation to oversee the 
financial reporting and disclosure process for which management of the Bank is responsible. 
 
This report is intended solely for the information and use of the board of directors, management, others 
within the Bank and is not intended to be and should not be used by anyone other than these specified 
parties. 
 
Very truly yours, 

 

 
 
 
 
cc: The Management of Federated States of Micronesia Development Bank 
 
 

Deloitte & Touche LLP 
361 South Marine Corps Drive 
Tamuning, GU  96913-3911 
USA 
 
Tel:   (671)646-3884 
Fax:  (671)649-4932 
www.deloitte.com 
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OUR RESPONSIBILITY UNDER GENERALLY ACCEPTED AUDITING STANDARDS AND 
GENERALLY ACCEPTED GOVERNMENT AUDITING STANDARDS 
 
Our responsibility under auditing standards generally accepted in the United States of America and 
standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States, have been described in our engagement letter dated January 
20, 2016.  As described in that letter, the objective of a financial statement audit conducted in 
accordance with the aforementioned standards is: 
 
• To express an opinion on whether the statement of net position of the Bank as of December 31, 

2015 and the related statements of revenues, expenses and changes in net position and of 
cash flows for the year then ended (the “financial statements”), are presented fairly, in all 
material respects, in accordance with accounting principles generally accepted in the United 
States of America (“generally accepted accounting principles”) and perform specified 
procedures on the required supplementary information for the year ended December 31, 2015; 
 

• To express an opinion on whether the respective statements of fiduciary net position of the 
Funds, administered by the Bank, as of December 31, 2015 and the related statements of 
changes in fiduciary net position for the year then ended (collectively the “Fund financial 
statements”), are presented fairly, in all material respects, in accordance with generally 
accepted accounting principles; and 
 

• To report on the Bank’s and the Funds’ internal control over financial reporting and on their 
compliances with certain provisions of laws, regulations, contracts, and grant agreements and 
other matters for the year ended December 31, 2015 based on an audit of financial statements 
performed in accordance with the standards applicable to financial audits contained in 
Government Auditing Standards. 

 
Our responsibilities under generally accepted auditing standards and generally accepted government 
auditing standards include forming and expressing an opinion about whether the financial statements 
that have been prepared with the oversight of management and the Board of Directors are presented 
fairly, in all material respects, in conformity with generally accepted accounting principles.  The audit of 
the financial statements does not relieve management or the Board of Directors of their responsibilities. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on our judgment, including the assessment 
of the risks of material misstatement of the financial statements, whether caused by fraud or error.  In 
making those risk assessments, we considered internal control over financial reporting relevant to the 
Bank’s preparation and fair presentation of the financial statements in order to design audit procedures 
that were appropriate in the circumstances but not for the purpose of expressing an opinion on the 
effectiveness of the Bank’s internal control over financial reporting.  Accordingly, we do not express an 
opinion on the effectiveness of the Bank’s internal control over financial reporting. Our consideration of 
internal control over financial reporting was not designed to identify all deficiencies in internal control 
over financial reporting that might be significant deficiencies or material weaknesses. 
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MANAGEMENT JUDGMENTS AND ACCOUNTING ESTIMATES 
 
Accounting estimates are an integral part of the financial statements prepared by management and are 
based on management’s current judgments.  Those judgments are normally based on knowledge and 
experience about past and current events and on assumptions about future events.  Significant 
accounting estimates reflected in the Bank’s and the Funds’ 2015 financial statements include 
management’s estimate of the allowance for loan losses, which is determined by management based 
upon periodic review of the collectibility of the loans in light of historical experience, the nature and 
volume of the loan portfolio, adverse situations that may affect individual borrowers’ ability to repay and 
estimated value of any underlying collateral, management’s estimate of recording of assets at the lower 
of cost or market, which is based on net present value of future cashflows using market rental rates, 
and management’s estimate of depreciation expense, which is based on estimated useful lives of the 
respective capital assets.  During the year ended December 31, 2015, we are not aware of any 
significant changes in accounting estimates or in management’s judgments relating to such estimates. 
 
AUDIT ADJUSTMENTS 

Our audits of the financial statements were designed to obtain reasonable, rather than absolute, 
assurance about whether the financial statements are free of material misstatement, whether caused 
by error or fraud. As the result of our audit work, we identified matters that resulted in audit adjustments 
that we believe, either individually or in the aggregate, would have a significant effect on the Bank’s 
financial reporting process.  Such proposed adjustments, listed as Appendix A to Attachment I, have 
been recorded in the accounting records and are reflected in the 2015 financial statements.   

SIGNIFICANT ACCOUNTING POLICIES 
 
The Bank’s and the Funds’ significant accounting policies are set forth in note 1 to the Bank’s and the 
Funds’ 2015 financial statements.  During the year ended December 31, 2015, there were no significant 
changes in previously adopted accounting policies or their application, except for the following 
pronouncements adopted by the Bank and the Funds: 
 
• GASB Statement No. 68, Accounting and Financial Reporting for Pensions, which revises and 

establishes new financial reporting requirements for most governments that provide their 
employees with pension benefits.   

• GASB Statement No. 71, Pension Transition for Contributions Made Subsequent to the 
Measurement Date - an amendment of GASB Statement No. 68, which addresses an issue 
regarding application of the transition provisions of Statement No. 68, Accounting and Financial 
Reporting for Pensions.  The issue relates to amounts associated with contributions, if any, made 
by a state or local government employer or nonemployer contributing entity to a defined benefit 
pension plan after the measurement date of the government’s beginning net pension liability.   

 
The implementation of these statements did not have a material effect on the 2015 financial 
statements. 
 
In February 2015, GASB issued Statement No. 72, Fair Value Measurement and Application, which 
addresses accounting and financial reporting issues related to fair value measurements and requires 
entities to expand their fair value disclosures by determining major categories of debt and equity 
securities within the fair value hierarchy on the basis of the nature and risk of the investment.  The 
provisions in Statement 72 are effective for fiscal years beginning after June 15, 2015.  Management 
believes that the implementation of this statement only requires additional disclosures to be made 
about fair value measurements, the level of fair value hierarchy, and valuation techniques and will not 
have a material effect on the financial statements. 
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SIGNIFICANT ACCOUNTING POLICIES, CONTINUED 
 
In June 2015, GASB issued Statement No. 73, Accounting and Financial Reporting for Pensions and 
Related Assets That Are Not Within the Scope of GASB Statement 68, and Amendments to Certain 
Provisions of GASB Statements 67 and 68, which aligns the reporting requirements for pensions and 
pension plans not covered in GASB Statements 67 and 68 with the reporting requirements in Statement 
68.  The provisions in Statement No. 73 are effective for fiscal years beginning after June 15, 2015, 
with the exception of the provisions that address employers and governmental nonemployer 
contributing entities for pensions that are not within the scope of Statement 68, which are effective for 
fiscal years beginning after June 15, 2016.  Management does not believe that the implementation of 
this statement will have a material effect on the financial statements. 

In June 2015, GASB issued Statement No. 74, Financial Reporting for Postemployment Benefit Plans 
Other Than Pension Plans, which replaces Statements No. 43, Financial Reporting for Postemployment 
Benefit Plans Other Than Pension Plans, as amended, and No. 57, OPEB Measurements by Agent 
Employers and Agent Multiple-Employer Plans, and addresses financial reporting requirements for 
governments whose employees are provided with postemployment benefits other than pensions (other 
postemployment benefits or OPEB).  The provisions in Statement No. 74 are effective for fiscal years 
beginning after June 15, 2016.  Management does not believe that the implementation of this statement 
will have a material effect on the financial statements. 

In June 2015, GASB issued Statement No. 75, Accounting and Financial Reporting for 
Postemployment Benefits Other Than Pensions, which replaces the requirements of Statements No. 
45, Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than 
Pensions, as amended, and No. 57, OPEB Measurements by Agent Employers and Agent Multiple-
Employer Plans, and provides guidance on reporting by governments that provide OPEB to their 
employees and for governments that finance OPEB for employees of other governments.  The 
provisions in Statement No. 75 are effective for fiscal years beginning after June 15, 2017.  
Management does not believe that the implementation of this statement will have a material effect on 
the financial statements. 

In June 2015, GASB issued Statement No. 76, The Hierarchy of Generally Accepted Accounting 
Principles for State and Local Governments, which eliminates two of the four categories of authoritative 
GAAP that exist under the existing hierarchy prescribed by Statement 55.  The two categories that will 
remain under the new standard are (1) GASB Statements and (2) GASB technical bulletins and 
implementation guides in addition to AICPA guidance that the GASB clears.  The provisions in 
Statement No. 76 are effective for fiscal years beginning after June 15, 2015.  Management does not 
believe that the implementation of this statement will have a material effect on the financial statements. 

In August 2015, GASB issued Statement No. 77, Tax Abatement Disclosures, which requires 
governments that enter into tax abatement agreements to disclose certain information about the 
agreements.  The provisions in Statement No. 77 are effective for fiscal years beginning after 
December 15, 2015.  Management does not believe that the implementation of this statement will have 
a material effect on the financial statements. 
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OTHER INFORMATION IN THE ANNUAL REPORTS 
 
When audited financial statements are included in documents containing other information such as the 
Bank’s 2015 Annual Report, we will read such other information and consider whether it, or the manner 
of its presentation, is materially inconsistent with the information, or the manner of its presentation, in 
the financial statements audited by us.  We will read the other information in the Bank’s 2015 Annual 
Report and will inquire as to the methods of measurement and presentation of such information.  If we 
note a material inconsistency or if we obtain any knowledge of a material misstatement of fact in the 
other information, we will discuss this matter with management and, if appropriate, with the Board of 
Directors. 
 
DISAGREEMENTS WITH MANAGEMENT 
 
We have not had any disagreements with management related to matters that are material to the 
Bank’s 2015 financial statements. 
 
OUR VIEWS ABOUT SIGNIFICANT MATTERS THAT WERE THE SUBJECT OF CONSULTATION 
WITH OTHER ACCOUNTANTS 
 
We are not aware of any consultations that management may have had with other accountants about 
auditing and accounting matters during 2015. 
 
SIGNIFICANT FINDINGS OR ISSUES DISCUSSED, OR SUBJECT OF CORRESPONDENCE, WITH 
MANAGEMENT PRIOR TO OUR RETENTION 
 
Throughout the year, routine discussions were held, or were the subject of correspondence, with 
management regarding the application of accounting principles or auditing standards in connection with 
transactions that have occurred, transactions that are contemplated, or reassessment of current 
circumstances.  In our judgment, such discussions or correspondence, were not held in connection with 
our retention as auditors. 
 
OTHER SIGNIFICANT FINDINGS OR ISSUES ARISING FROM THE AUDIT DISCUSSED, OR 
SUBJECT OF CORRESPONDENCE, WITH MANAGEMENT  
 
Throughout the year, routine discussions were held, or were the subject of correspondence, with 
management. In our judgment, such discussions or correspondence did not involve significant findings 
or issues requiring communication to the Board of Directors. 
 
SIGNIFICANT DIFFICULTIES ENCOUNTERED IN PERFORMING THE AUDIT 
 
In our judgment, we received the full cooperation of the Bank’s management and staff and had 
unrestricted access to the Bank’s senior management in the performance of our audit. 
 
MANAGEMENT’S REPRESENTATIONS 
 
We have made specific inquiries of the Bank’s management about the representations embodied in the 
financial statements.  Additionally, we have requested that management provide to us the written 
representations the Bank is required to provide to its independent auditors under generally accepted 
auditing standards.  We have attached to this letter, as Attachment I, a copy of the representation letter 
we obtained from management. 
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CONTROL-RELATED MATTERS 
 
We have issued a separate report to you, dated April 7, 2016, on the Bank’s internal control over 
financial reporting and on its compliance with certain provisions of laws, regulations, contracts, and 
grant agreements and other matters, which was based upon the audit performed in accordance with 
Government Auditing Standards.  We have communicated to management, in a separate letter also 
dated April 7, 2016, other matters that we identified during our audit. 



FEDERATED STATES OF MICRONESIA
DEVELOPMENTBANK

Corporate Office
P.O. Box M

POHNPEI. FSM 96941

April 7, 2016

Deloitte & Touche LLP
P.O. Box 753
Kolonia, Pohnpei 96941

We are providing this letter in connection wilh your audits of the statements of net position
of lhe Federated States of Micronesia Development Bank (the "Bank" or "FSMDB") (a
component unit of the FSM National Government), as of December 31 , 20'15 and 2014,
and the related statements of operations and net position and of cash flows for the years
ended, and the statements offiduciary net position and of changes in fiduciary net position
of the lnvestment Development Fund and the Yap Development Loan Fund (together, the
"Funds") as of and for the year ended December 31, 2015, and the related notes to the
financial statements, for the purpose of expressing an opinion as to whether the financial
statements present fairly, in all material respects, the financial position. results of
operations and/or changes in net position and cash flows of the Bank and ofthe Funds in
conformity with accounting principles generally accepted in the United states of America
(GAAP).

We confirm that we are responsible for the following:

a. The preparation and fair presentation in the financial statements of financial oosition.
results of operations, and cash flows of the Bank and the Funds, in accordance with
GAAP.

b. The design, implementation, and maintenance of internal control

o Relevant to the preparation and fair presentation of financial statements
that are free from material misstatement, whether due to fraud or error.

. To prevent and detect fraud

c. The review and approval of the financial statements, accompanying schedules and
related notes and acknowledge your role in the preparation of this information.
Specifically, we acknowledge that your role in the preparation of the financial
statements was a matter of convenience rather than one of necessity. We have
reviewed the financial statement preparation assistance provided by you and
acknowledge that the financial statements are prepared in accordance with the
accounting policies generally accepted in the United States of America. Our review

The FSl, Development Bank is an equal opportunity employer, provider and lender. For Dbcrimination Complainb,
please write to: the Chairman olthe Board of Direciors, p.O. Box lr, Kolonia, pohnpei FM96941

Telephone: (691) 320.2840/5300/24i9; Fax: (691) 32G284?2056; E.mait: info@tumdb.fin
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was based on the use of the Stand-alone Business-Type Activities Checklist by the
Government Finance Officers Association. Additionally, we agreed with the adjusting
and reclassification entries included in Appendix A.

Certain representations in this letter are described as being limited to matters that are
material. ltems are considered material, regardless of size, if they involve an omission or
misstatement of accounting information that, in light of sunounding circumstances, makes
it probable that the judgment of a reasonable person relying on the information would be
changed or influenced by the omission or misstatement.

We confirm, to the best of our knowledge and belief, the following representations made
to you during your audits.

1 . The basic financial statements referred to above are fairly presented in conformity with
GAAP. In addition:

a. Net position components (net investment in capital assets; restricted; and
unrestricted) are properly classified and, if applicable, approved.

b. Deposits and investment securities are propedy classified in the category of
custodial credit risk.

c. Capital assets, including infrastructure assets, are properly capitalized,
reported, and, if applicaHe, depreciated.

d. Required supplementary information is measured and presented within
prescribed guidelines.

e. Revenues and expenses are appropriately classified in the statements of
revenues, expenses and changes in net position within operating revenues,
non-operattng revenues and expenses.

f. Interfund, internal, and intra€ntity activity and balances have been
appropriately classified and reported.

2. The Bank has provided to you all relevant information and access as agreed in the
terms of the audit engagement letter.

3. The Bank has made available to you:

a. All financial records and related data

b. Contracts and grant agreements (including amendments, if any) and any other
correspondence that has taken place with federal agencies.

c. All minutes of the meetings of direc{ors or summaries of actions of recent
meetings for which minutes have not yet been prepared. Minutes of meetings
of the Board of Directors, as follows:

The FsH Developmert Bank is an equal oppoitunlty employer, prcvider and lender. For Dbcdnindon complainb,
ploase write to: the Chaiman of the Board of Dlrocto]s, p.O. Box , Kolonia, pohnpei Fil 96941

Telephone: (691) 320.2840t5300t2419; Far: (691) 320.2842/2056; E.meit: in@fsmdb.fin
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Regular Meeting
Regular Meeting
Organization Meeting
Regular Meeting
Special Meeting
Regular Meeting
Regular Meeting

Date
February 2-5,2015
4pn122,2015
April 23, 2015
July29,2015
September3,2015
October 29-30, 2015
January 25,2016

4. There have been no:

a. Action taken by the Bank's management that contravenes the provisions of
federal laws and FSM laws and regulations, or of contracts and grants
applicable to the Bank and for all funds administered by the Bank. Specifically,
the Bank is authorized to undertake loan administrative actions includino
collections and charge-offs of IDF loans.

b. Communications with regulatory agencies concerning noncompliance with or
deficiencies in financial reporting practices or other matters that could have
material effect on the financial statements of the Bank and of the Funds.

The Bank has not performed a formal risk assessment, including the assessment of
the risk that the financial statements may be materially misstated as a result of fraud.
H-olvevg! Management has made available to you their understanding about the risk
of fraud in the Bank and do not believe that the financial statements are materiallv
misstated as a result of fraud.

We have no knowledge of any fraud or suspected fraud affecting the Bank involving:

a. Management

b. Employees who have significant roles in the Bank's internal control over
financial reporting

c. Others, where the fraud could have a material effect on the financial
statements.

7. we have_ no knowledge of any allegations of fraud or suspected fraud affecting the
Bank's financial statements communicated by employees, former emploiees,
regulators, or others.

8. There are no unasserted claims or assessments that legal counsel has advised us are
probable of assertion and must be disclosed in accordance with GASB codification of
Gov.ernmental Accounting_and Financial Reporting standards ('GASB codification")
Section C50, Claims and Judgments.

9. significant assumptions used by us in making accounting estimates are reasonable.

The Fslt D€velopment Banh is an equal opportunity employer, povider and lender. For Discdminaton comphinb,
plea8e wrlte to: the Chalman ofthe Board of DlrccioB, p.O. gox [, Kolonla, pohnpei F[ 96941

Tolephone: (69i1 32G284y5300/2419; Far: (691) 3aL28/Ot2056; E-nait: into@tumdb.frn
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10. Management has identified and disclosed to you all laws and regulations that
have a direct and material effect on the detdrmination of financlal statement
amounts.

Except where otherwise stated below, immaterial matters less than $96,000 (FSMDB) and
$3,600 (the Funds) collectively are not considered to be exceptions that require disclosure
for the purpose of the following representations. This amount is not neces6arily indicative
of amounts that would require adjustment to, or disclosure in, the financial statements.

1 1 . There are no transactions that have not been properly recorded and reflected in the
financial statements.

12. The Bank has no plans or intentions that may affect the carrying value or classification
of assets and liabilities.

13. Regarding related parties:

a. We have disclosed to you the identity of the Bank's related parties and all the
related party relationships and transactions of which we are aware.

b. To the extent applicable, related parties and all the related-party relationships
and transactions, including sales, purchases, loans, transfers, leasing
arrangements, and guarantees (written or oral) have been appropriately
identified, properly accounted for, and disclosed in the financial stitbmirnts. 

-

'14. T_o the extent applicable, have been appropriately identified, properly recorded and
disclosed in the financial statements, guarantees, whether writtin or oial, under which
the Bank is contingently liable. The Bank, from time to time, is contingenfly liable on
loan guarantees ranging from 50% to g0% of the outstanding loai baiances for
commercial projects within the FSM. There were no outstanding guaranteed loan
bafances as of December 31, 2015 and 2014.

15. In preparing the financial statements in conformity with GAAp, management uses
estimates. All estimates have been disclosed in the financial statements for which
known information available prior to the issuance of the financial statements indicates
that both of the following criteria are met:

a. lt is reasonably possible that the estimate of the effect on the financial
statements of a condition, situation, or set of circumstances that existed at the
date of the financial statements will change in the near term due to one or more
future confirming events.

b. The effect of the change would be material to the financial statements.

16. There are no:

a. Instances of identified or suspected noncompliance with laws or regulations
whose effects should be considered when preparing the financial staiements

The FSll Developm€nt Bank b an equal opportunity employer, proylder and lender. For Dbcriminadon Complaints,
please Hyitr to: the Chairman of the Board ot Dlrecbr8, p.O. Box , Kolonia, pohnpei Ffi 96941

Tehphone: (691) 32G2810,$00n4t9; Fax: (691) 32G2E42t2056; E.ma : in@ftmdb.frn
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b. Known actual or possible litigation and claims whose effects should be
considered when preparing the financial statements and that have not been
disclosed to you and accounted for and disclosed in accordance with GAAP.

c. Other liabilities or gain or loss contingencies that are required to be accrued or
disclosed by GASB Codification Section C50, Claims and Judgments.

17. The Bank has satisfactory title to all owned assets, and there are no liens or
encumbrances on such assets, nor has any asset been pledged as collateral, except
as disclosed in the financial statements.

18. The Bank has complied with all aspects of contractual agreements that may affect the
financial statements in the event of noncompliance, including all reluirements
associated with the terms in the August 2010 Finance Contract with the European
lnvestment Bank.

19. No department or agency of the FSM National Government has reported a material
instance of noncompliance to us.

20. There were no control deficiencies in the design or operation of internal control over
financial reporting that could adversely affect the Bank's ability to initiate, record,
process, and report financial information.

21. we have disclosed to you any changes in the Bank's internal control over financial
reporting that occurred during the Bank's most recent fiscal year that has materially
affected, or is reasonably likely to materially affect, Bankb internal control over
financial reporting.

22. Regarding required supplementary information:

a. We confirm that we are responsible for the required supplementary information

b. The required supplementary information is measured and presented in
accordance with GASB Codification Seclion 2200, Comprehensive Annual
Financial Repoft

c. The methods of measurement and presentation of the supplementary
information have not changed from those used in the prior period.' 

'

23. with regard to the fair value measurements and disclosures of certain assets, we
believe that:

a. The measurement methods, including the related assumptions, used in
determining fair value were appropriate and were consistenfly applied in
accordance with GAAP.

b. The completeness and adequacy ofthe discrosures rerated to fair values are
in conformity with GAAP.

The Fslil lhvelopment Bank is !n equal opportunity employer, provider and lender. For Discdmlnalion Complainb,
please wrlte to: the Chalrman of the Board ot Dlrectors, p.O. Box ll, Kolonia, pohnpei Fll 96941

Telephone: (691) 32G28i(y5300r2419; Far: (691) 32020422056; E-nrit: intu@f3mdb.ftn
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c. No events have occurred after December 31,2015, but before April 7, 2016,
the date the financial statements were available to be issued that reouire
adjustment to the fair value measurements and disclosures included in the
financial statements.

24. During the year ended December 31, 2015, the Bank implemented the following:

. GASB Statement No. 68, Accounting and Financial Reporting for pensions,
whlch revises and establishes new financial reporting requirements for most
govemments that provide their employees with pension benefits.

o GASB Statement No. 71, Pension Transition for Contributions Made Subsequent
to the Measurement Date - an amendment of GASB Statement No. 6g, which
addresses an issue regarding application of the transition provisions of
Statement No. 68, Accounting and Financial Reporting for pensions. The issue
relates to amounts associated with contributions, if any, made by a state or local
government employer or nonemployer contributing entity to a defined benefit
pension plan after the measurement date of the government's beginning net
pension liability.

The implementation of these statements did not have a material effect on the Bank's
201 5 financial statements.

ln February 2015, GASB issued Statement No. 72, Fair Value Measurement and
Application, which addresses accounting and financial reporting issues related to fair
value measurements and requires entities to expand their fair value disclosures by
determining major categories of debt and equity securities within the fair value
hierarchy on the basis of the nature and risk of the investment. The provisions in
Statement 72 are effective for fiscal years beginning after June 15, 2015.
Management believes that the implementation of this 

-statement only iequires
additional disclosures to be made about fair value measurements, the t6vel df fair
value hierarchy, and valuation techniques and will not have a material effect on the
financial statements.

ln June 2015, GASB issued statement No.73, Accounting and Financial Repofting for
Pens,bns and Related Assets That Are Not within fhe scope of GASB staiemenl 6a.
and Amendments to certain Provisions of GASB statemenls 6T and 69, which aligns
the reporting requirements for pensions and pension plans not covered in GA-SB
Statements 67 and 68 with ttre reporting requirements in Statement 6g. The provisions
in Statement No. 73 are effective for fiscal years beginning after June 15, 2015, withthe exception of the provisions that address employers and govemmental
nonemploye^r contributing e_ntities for pensions that are not within the scope of
Statement 68, which are effective for fiscal years beginning after June 1S, 2016.
Management does not believe that the implementation of thil statement will have a
material effect on the financial statements.

ln June 2015, GASB issued Statement No. 74, Financiat Repofting for
Postemployment Benefit Plans other Than pension p/ans, which replaces'stateirenis

The FSl, Developm€nt Bsnk is an equsl opportunity employer, prcvlder and lender. For Dbcddnaton Complalnts,
please y{rite to: th€ Chalrman ot tho Eoad of oir€cton, p.O. Box , Kolonia, pohnpel FM 96941

Telephone: (691) 32G28/05300t2419; Fax: (691) 32G204A2056; E-mait: inb@tumdb.frn
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No. 43, Financial Repotting for Postemployment Benefit Plans Other Than pension
P/ans, as amended, and No. 57, OPEB Measurements by Agent Employers and Agent
Multiple-Employer Plans, and addresses financial reporting requirements for
governments whose employees are provided with postemployment benefits other than
pensions (other postemployment benefits or OPEB). The provisions in Statement No.
74 are effective for fiscal years beginning after June 15,2016. Management does not
believe that the implementation of this statement will have a material effect on the
financial statements.

f n June 2015, GASB issued Statement No.75, Accounting and Financiat Repotting for
Postemployment Benefits Other Than Pensions, which replaces the requirbmenis of
Statements No. 45, Accounting and Financiat Repofting by Employers for
Postemployment Benefits Other Than Pensrbns, as amended, and No. 57. OqEB
Measurements by Agent Employers and Agent Muttipte-Emptoyer plans, and provides
guidance on reporting by governments that provide OPEB to their employees and for
governments that finance OPEB for employees of other governments. The provisions
in Statement No. 75 are effective for fiscal years beginning after June'15,2017.
Management does not believe that the implementation of thii statement will have a
material effect on the financial statements.

f n June 2015, GASB issued Statement No. 76, Ihe Hierarchy of Generalty Accepted
Accounting Principles for state and Local Governments, whiah eliminates two oi the
four categories of authoritative GMP that exist under the existing hierarchy prescribed
by statement 55. The two categories that wirr remain under thdnew standird are (1)
GASB statemerrts and (2) GASB technical bulletins and implementation guides'in
addition to AIoPA guidance that the GASB clears. The provisions in stateirent No.
76 are effeclive for fiscal years beginning after June 1s, zo1s. Management does not
believe that the implementation of this statement will have a mater]al effect on the
financial statements.

fn August 2015, GASB issued Statement No. 77, Tax Abatement D,sc/osures, which
requires governments that enter into tax abatement agreements to disclose certain
information about the agreements. The provisions in slatement No. 77 are effective
for fiscal. years beginning after December 'ls, 2o1s. Management does not believe
that the implementation of this statement will have a material effect on the financial
statements.

25. Financial instruments with significant individual or group concentration of credit risk
have been appropriately identified, properly recorded, and disclosed in the financial
statements.

26. Receivables recorded in the financial statements represent valid claims against
debtors for sales or other charges adsing on or befor6 the balance-sheet datE and
have been appropriately reduced to their estimated net realizable value.

27. The Bank _is responsible for determining and maintaining the adequacy of the
allowance for doubtful notes, loans, interfund receivables, and accounts reieivable.
as well as estimates used to determine such amounts for the Bank's and the Fundsl

The FS[l Devclopment Bank b an cquat opportunity employe], pmyider and lender. For Dircrimination Comptainb,
ploas€ write to: the Chairman of the Board of Direciors, p.O. Bor , Kolonia, pohnpei Fil 96941

Telephono: (691) 320.204ry5300t2419; Fax: (691) t2G20422056; E mait: info@fsmdb.fm
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financial statements. Management believes the allowances are adequate to absorb
currently estimated bad debts in the account balances.

28. We believe that all expenditures that have been deferred to future periods are
recoverable.

29. The Bank's retirement plan (the Plan) is a self-administered program established to
pay retirement, disability and survivor income to employees and their survivors to
supplement similar benefits that employees receive from the FSM Social Security
System. The Plan is a contributory plan in which the Bank matches 100% of th6
participants' contributions up to a maximum of 10 percent of the participant's annual
salary, if the participant contributes 3 or more percent from his or her jnnual salary.
Employee participation is optional. The Bank's Chief Financial Officer is the
designated Plan Administrator. Matching contributions to the plan during the years
ended December 31, 2015 and 2014 were $49,434 and $39,484 respectively. Total
Plan assets as of December 31, 2015 and 2014 were $706,g04 and $700,999,
respectively. Management is of the opinion that the plan does not represent an asset
or a liability of the Bank.

30. The Bank has obligated, expended, received, and used public funds in accordance
with the purpose for which such funds have been appropridted or otherwise authorized
by FSM law. Such obligation, expenditure, receipt, or use of public funds was in
accordance with any limitations, conditions, or mandatory directions imposed by FSM
raw.

31. No events have occurred after December 31, 201S, but before April 7,2016, the date
the financial statements were issued that require consideration ds adjustments to, or
disclosures in, the financial statements.

\Nr"\,!^

The Fstil Development Eank is an equal opportunity employer, pmvld€r and lender. For Dlscdminaton complalnts,
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Atik Atik
SVP/Chief Operating Officer
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Appendix A
Corrected Mistatements

# Name Debit Credit

1 AJE To adjust for immaterial BRE differences 
36000-000 RETAINED EARNINGS  9,826.00 -                       

37000-000  IDF Retained Earnings  1,144.00 -                       

10250-001 ALLOWANCE FOR D/L-HQ -                        9,379.00

36000-005 PREVIOUS RETAINED EARNINGS - YDLF -                        1,591.00

 10,970.00  10,970.00

2 AJE To adjust IDF allowance for loan losses
10285-006  IDF ALLOWANCE FOR D/L - PSIDF  41,260.11 -                       

DT4 (IDF TB) Bad debt expense - IDF -                        41,260.11

 41,260.11  41,260.11

3 AJE To adjust management fees
71700-006  IDF MISC EXPENSE/BANK CHARGES - IDF  20,833.00 -                       

10700-006  IDF Due From FSMDB -                        20,833.00

 20,833.00  20,833.00
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